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nO¥ TO CURB THE TRUSTS. 

BY HENRY MICHELSEN. 



On November 18th, 1601, the Commons of England resolved 
that: 

" Whereas, numerous commodities, among which are several of uni- 
versal consumption and the first necessity, have of late years been ad- 
vanced to double the usual price, and the representatives of most coun- 
ties and boroughs have been instructed by their constituents to demand 
abolition of so oppressive a grievance, the Commons appeal to the 
Queen's Highness for redress." 

On November 25th, Elizabeth assured the Speaker, in the pres- 
ence of her Council, that she never signed a patent of monopoly 
till she had been told it would prove beneficial to the nation ; she 
thanked the members who had brought the abuse to her know- 
ledge; she promised him that she would, by proclamation, re- 
voke every patent prejudicial to the liberties of the subject, and 
that she would suspend all others till their validity should be 
ascertained in the courts of law. This action of the great queen 
ended the reign of monopolies in her own time, and has stood 
for three hundred years as a model of governmental tact. 

The commercial conditions existing in 1902 within the fiscal 
borders of the American Eepublic are curiously similar to those 
of which the Commons complained to Elizabeth. The necessi- 
ties of life are in the control of monopolies. Whatever is re- 
quired by the consumers is subject to the dictum of irresponsible 
combinations. So great has the evil grown that, in some in- 
stances, the people have not waited for the action of their ser- 
vants in Congress, but have taken the initiative by declining to 
purchase the articles offered under a system of boycotting. If 
this practice should spread, it would mean, on the part of the 
law-making authorities, the abdication of their proper functions, 
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and a confession of their impotence to cope with an evil the 
prevalence of which is acknowledged. 

Forty years ago, the party at present in power inaugurated 
the American System. Its financial policy has been based upon 
high import duties, professedly enacted because of its solicitude 
for the protection of the American working-man. The party 
referred to won the last election by promising " a full dinner- 
pail for four years more." It rode into power upon this issue; 
it will be held responsible for its fulfilment. The success of the 
American System is predicated upon the well-being of the laborer. 
An abundance of cheap, wholesome food, of suitable clothing, of 
comfortable dwellings, of all the requirements for a decent life, 
has made it possible for the operatives of our manufactories to 
produce better and cheaper articles for distribution in the world's 
trade, within fewer daily hours of labor, than the workmen 
in any other nation. The markets of the world are ours because 
hitherto our operatives have been prosperous. A system of taxa- 
tion which must prove destructive to this prosperity would be 
wrong, even if it were enacted to meet the necessities of the body 
politic; it is criminal, when it is imposed for the advancement 
of private interests and uncontrolled by those to whom the people 
have intrusted the management of their affairs. 

Combinations of industrial enterprises for the undue enhance- 
ment of the value of their products, are made possible by the state 
of the transportation system of the country. The reports of the 
Interstate Eailroad Commission, the official authority upon this 
subject, abound with admissions to this effect. Were railroad 
rates equal, as they ought to be under the expressed designs of 
the statute, and were it possible under existing circumstances to 
adjust them in such a manner as to serve the purposes of the 
nation at large, a method of distribution of commodities might 
be secured which would enable the people to obtain the legiti- 
mate reduction in prices that ought to result from the facilities 
of production. Under the present methods, this cannot be 
achieved. The advent of cheaper power, increased outputs, more 
economical handling of raw materials, has been accompanied by 
a rise in the prices of all the articles of daily consumption. 

The price of meat, the article of consumption which forms, 
next to bread, the most important food for the eighty millions of 
our citizens, is fixed by half a dozen monopolists. Their business 
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is one which prohibits any kind of competition, and they exploit 
the nation. It is reported that the net earnings of the Meat 
Trust during the year 1901 amounted to one hundred millions of 
dollars more than in 1900. Each pound of meat has risen in 
price by from three to five cents. It is not the lack of cattle which 
has caused this rise in values; for this country supplies a great 
part of the civilized world with flesh foods, and a rational manage- 
ment of existing ranches would readily yield a still greater in- 
crease of stock-cattle than is obtained at present. Nor is the 
expense of administration of packing-houses excessive; for in 
these plants the scientific disposition of all material tends to 
utilize all of the substances handled, and to minimize waste. The 
grower of cattle does not derive any advantage from the gain of 
the packer; the Trust dictates prices both for the raw material 
purchased and for the product sold by it. By its " route " cars, 
which are perambulating butcher-shops, it has destroyed the re- 
tail business of the dealers in small towns. Its business transac- 
tions amount to six hundred millions of dollars annually, and 
they are growing with the natural increase of the population. 
While prices within the United States have been advanced con- 
tinually, those charged European consumers have been adapted 
to the local state of each market. Thus American meats are 
cheaper in London or Liverpool than in New York or Chicago — 
the frozen meats of Australia and free trade necessitating the re- 
duction. During the year 1901, about a hundred millions of 
dollars' worth of meats were distributed by American packers in 
European markets, a fact which indicates no lack of range cattle. 
The existence of this Trust has become possible by reason of its 
relations to the transportation companies. Cold storage on cars 
and steamboats, reduced freight rates, and the preferences given 
to these large concerns in railroad car service, have made it im- 
possible for individuals to attempt competition. 

The Millers' Trust has so depressed the price of wheat and 
other cereals as to compel their exportation to foreign mills for 
grinding. To clinch their control upon the whole cereal output 
of the country, the members of this Trust now urge the railway 
companies to give them such transportation rates as will compel 
the American farmer to have his grain converted into flour within 
the borders of this country. If ever this demand is complied 
with, the production of our staple grains will shrink, because 
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the Trust does not allow the producer a margin sufficient to live 
upon. At the same time the average domestic price of flour has 
been enormously advanced. 

The Wool Trust has depressed the values of the Western staple, 
until it is doubtful whether the flocks can be maintained upon 
the free range of the desert and leave a profit to their owners. 
And at the same time the transportation rates have been made 
much higher than they were when wool commanded a price double 
that paid to the producer now. 

California complains that her orange crop must rot upon the 
ground, because the facilities offered by the transportation com- 
panies are inadequate to take this harvest to the markets. Ne- 
vada, Arizona, New Mexico, Utah, Idaho, Wyoming, Montana 
assert that the long-haul system keeps their territories from be- 
ing developed, it being the maxim of railroad companies that it 
is better to bring manufactured goods into undeveloped coun- 
tries from afar at high rates than to permit the building up of 
industries which would only yield local rates. Thus, the lumber 
industry of the Pacific Coast is being confined to the procure- 
ment of raw material, because it pays the roads better to haul the 
manufactured articles three thousand miles across the continent 
than to permit the establishment of pulp mills, or wagon and 
agricultural implement factories, at the places where the lumber 
required for these industries is. most easily obtained. The 
mining States of the West complain bitterly about the curtail- 
ment of the output of their minerals, brought about by the com- 
bination between the railroads and the American Smelting and 
Eefining Company. Granger legislation is imminent in the 
States of the Middle West, to cope with advanced rates upon the 
products of their corn-fields caused by the co-operation of rail- 
ways with the Elevator Trust. In fact, the productive and com- 
mercial forces of the country are suffering vexatious annoyances 
from the anarchic transportation conditions, conditions waste- 
ful, cumbersome, unscientific, unworthy of the genius of the 
American people. 

The existing state of affairs, however undesirable it may ap- 
pear, has been brought about in a perfectly legitimate manner. 
A fertile continent had to be opened to civilization. The availa- 
ble means of communication were inadequate. Enormous in- 
vestments were necessary to build the lines of railways required, 
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to equip them, to handle the administrative organizations needed 
in the employment and control of a million of operatives. Of 
financial aid, such a3 has been lavishly supplied by other govern- 
ments, our railroads obtained little. The establishment of the 
business of the nation upon its present large scale is due to the 
genius and administrative ability of the men who handle its rail- 
ways. The rates of freight and passenger traffic are low, com- 
pared with those exacted abroad. The service is being improved 
year after year. What the public complains of is, not that the 
transportation lines are wilfully and arbitrarily exacting, by 
means of excessive rates, undue advantages for themselves, but 
that they discriminate in favor of trusts and corporations, thus 
destroying the chances of individual citizens, retarding the es- 
tablishment of new enterprises and placing the control of the 
markets in the keeping of the favored few, who in turn coerce 
the railroads into a continuance of these discriminations. 

To develop the resources, now dormant, of agriculture, of the 
metalliferous and carboniferous mines, of the oil lands, of the 
forests; to cause the arid territories of the western half of the 
country to attain their full productive values; to manufacture 
out of our abundant raw materials the commodities required in 
the commerce of the world; to obtain control of foreign markets; 
it is necessary to have recourse to the enactment of the one great 
measure here proposed — the nationalization of the railways. 

That the framing of so great a law will require statesmanship 
of the highest order, is admitted. That constructive legislation 
more comprehensive than has ever been effected will have to be 
placed upon the statute book, is granted. That this legislation 
will be difficult to achieve, that it may be tentative at its in- 
ception, liable afterwards to revision, as requirements may arise, 
is readily allowed. But the time has come for it, and the 
obstacles will vanish as its scope and effects shall become apparent. 

The railway system of the country has lately passed into the 
possession of a small number of people. As consolidation pro- 
gresses, it is unavoidable that a degree of mutual understanding 
between the holders of these properties must be established. 
Not designedly, but by reason of the inherent conditions of the 
business, these combinations of capital must progress in ever-in- 
creasing proportion, until it may become a question whether 
the real power of the nation is lodged in the government created 
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by the Constitution, or within the keeping of an irresponsible 
coalition of accumulated wealth. For the dignity of the govern- 
ment, it will be requisite to substitute for the crude and archaic 
legislation now in force, a comprehensive statute which will guard 
and promote the welfare of the whole people. 

The principal arguments against the nationalization of the 
railroads are : 

(1) The cost of the scheme; 

(2) The great accumulation of wealth into few hands conse- 
quent upon the purchase of the lines by the government; 

(3) The effect upon the electorate, by the creation of a large 
office-holding class dependent on the party in power. 

As to the cost of the scheme, it is not proposed that the gov- 
ernment shall pay more than is warranted by the intrinsic value 
of the property. In the appraisement of public property, the 
government has always been served quite as well as individuals. 
The transfer would, of course, have to be effected under proper 
safeguards, very much after the manner in which European 
governments have proceeded. The making of an investment 
of this magnitude would not frighten the American people in 
the prevailing state of financial enterprises, more especially since 
the effect would be felt to be beneficial almost at once after its 
consummation. Absolutely equal and open rates would control 
the industrial combinations, multiply the means of exchange, 
stimulate agriculture equally with manufactures, and enhance 
the growth of rural and civic communities in a uniform and 
progressive measure. The country would, by the development of 
its natural resources, which should be made the principal task 
of the department having charge of the transportation system, 
become the workshop of the nations; and a general prosperity 
must ensue of which it is difficult to form a conception. 

As to the accumulation of wealth in a few large holdings, the 
present system has a tendency to bring about this result by the 
increment in the value of proprietary railway investments. 
Stocks which were considered of little value a few years ago have 
become worth many times the prices demanded for them during 
the period of depression; while debentures have sunk in capital 
value and interest paid. A purchase of the titles to the rail- 
ways would, very likely, be effected by means of bonds, bearing a 
very low rate of interest, redeemable after a reasonable length 



784 2'HJE? WORTB AMERICAN REVIEW. 

of time at the option of the government. Since the interest 
earned by these bonds would not prove attractive to great finan- 
ciers, who are accustomed to much larger profits, the conse- 
quence must be that these securities would be employed as bases 
for other investments. When it is considered that one-half of 
the territory of the United States is quite undeveloped, owing 
to lack of capital; that a rich soil merely awaits the distribution 
of water by means of irrigation canals ; that thus vast areas now 
barren may be made to sustain a population as dense as that of 
other civilized countries; that the mines of this continent are 
only in the very first stage of their development; that the manu- 
facturing interests of the trans-Missouri country have not been 
evolved, while the factories of the Eastern States are unable 
to accept orders unless they are allowed months in which to fill 
them ; we may feel assured that the money to be distributed in the 
purchase of railway properties will find many and abundant 
channels for investment. It is certain that no inconvenience has 
arisen from the nationalization of the German railroads to the 
people of that empire, and there is no reason why the same mea- 
sure should affect our people in a different way. 

As regards the creation of an office-holding class, it may be said 
that in the railway service this class exists already. As it has not 
been deemed requisite to disfranchise the employees of the postal 
establishment nor any of the other servants of the government's 
civil organization, it does not appear that a necessity for such a 
measure will arise concerning the railway men. Numerous 
attempts have been made, time and again, by railway officials 
to control the vote of their employees, always to the discomfiture 
of those who made the effort. The electorate will be swayed by 
political and economical considerations, and parties will achieve 
success or failure at the hustings exactly as heretofore, according 
to the records presented by them, as long as the Eepublic lasts. 

Taxation is a function of government. It must not be dele- 
gated by those responsible for its proper enactment to any other 
authority. If existing institutions are not adapted to the pro- 
tection of the general welfare, then it becomes the duty of the 
law-making powers to create others which will bring about the 
results required. 

Henry Michelsen. 



